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PROCEEDINGS

CHATRMAN BOOKOUT: Good morning, ladies and
gentlemeh. Good morning to you. I wonder if the Eighty-
Second meeting of the National Petroleum Council will
please éome to order.

Ladies and gentlemen, you have before you a
copy of this morning's agenda. Our first item of business
today woulg normally be calling of the roll. However,
since one-tﬁird of the membership represents a forum,
I can look about the room and I am certain that we have
more than a quorum, so with your approval, I will dispense
with calling the roll.

I will suggest, however, so that we will have
an accurate accounting of those present, if you didn't
sign the register before entering as a member, would you
nlease make arrangements to do that before departing today.

Now, I would like to introduce those at the
head table. Here on my very far left is -- where is Al?
Okay. Al is not here at the moment.

Next is the Honorable William Bowen, Assistant
Secretary of Energy for Environﬁental Protection. Next
is Robert Mosbacher. He is vice-chairman of the council.
On my immediate left} of course, is the Honorable James
G.VWatt, Secretary of the interior.

on my far right is Marshall Nichols, Executive
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Director of the Council.

Next is Robert Anderson, Chairman of the Arctic
0il and Gas Resources Committee that you will hear from
a bit later.

Then the Honorable Jan Mares, Assistant Secretary
of Energy for Fos;il Energy.

On my immediate right is the Secretary of Energy.
He is co-chairman, of course, of the council, the
Honorable James B. Edwards.

0f course, we all have great admiration for
Secretary Edwards' performance of his duties as Secfetary
of Energy and the way that he has managed the affairs
of that department and the close cooperation that we have
enjoyed in the industry.

And we are very pleased, of course, to have
him with us this morning. And I believe, Mr. Secretary,
you have some remarks of introduction and other announcements
before we deal with our agenda.

SECRETARY EDWARDS: Thank you, John. It is
nice being with you this moining and I want to thank you
for the kind invitation that you gave me last night. You
were almost too hospitable to me, particularly since I
went home and had to_read the Arctic Report last night
before I came in this moraning. It is nice being here.

You know, it is interesting, down home over
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the holiday weekend talking to a friend of mine, he said
a fellow came into his cffice shortly after the President
had appéinted me to this job and said he was a little
upset, he supported Reagan, he says, and hg happened to
be talking to a friend of mine, a real close friend, he
didn't_know it.

He said, what is wrong with President Reagan?
He said, has he gone crazy, he says, appointing a dentist
to an office like that. I bet he doesn't even know what
a Btu is.

This friend of mine says, yeah; he probably
doesn't. He says, he knows what an S.0.B. is and that
is more important in Washington.

I want to thank you for what you have done in
the past, and I think that this is a perfect example of
partnership between government and business. And as
co-chairman of the council, I certainly want to thank
you all for what you have done for me and for the department
and for the nation as a whole.

We have some new appointees that I want to
introduce to you this morning. and I don't know whether
they are here or not, bu% I would like for them to stand
when I call their names so you could all see who they
are.

They are 13 new members to the council.
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Victor Alhadeff. 1Is Vic here? There he is
over here. Vic, welcome aboard. He is chairman of
ENI Companies in Seattle, Washington.

aAnd my old friena Ernie Angelo. I saw him earlier.
Ernie, where are Qou? Ernie is the only guy that I found
in these conservative trenches in the south when I got
in the trenches and he‘hasibeen a great help to the
Republican cause across the south and nationally.

He is on the National Committee, Executive
Council of the Republican National Committee and a long-
time supporter of the cause.

Milton Copulos. Where is Milt? 1Is he here?
Milt? He is senior energy analyst of the Heritage Foundation,
a great organization that has done a lot to redirect this
nation's future.

William C. Douce. Where is Bill Dcuce? There
he is. Rhymes with house. Chief executive officer of
Phillips Petroleum Company.

J.D. Haun, chief executive officer of the National
Wildlife Federation., Jay, where are you?

I want Jim Watt to meet him.

(Laughter.) =

SECRETARY EDWARDS: But Jay is a 1967 araduate
of Clemson University. And for those fellows out here

in this audience who don't know where Clemson University
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is, that is the number one football team in thé nation.
I just want to remind you of that. From South Carcolina.

Mike Halbouty. Mike? 1Is Mike here?

Mike Halbouty. You all know who Mike is, an outstanding
geologist and petroleum engineer.

Roy Huffington, president of Roy M. Huffington,
Incorporated, Houston, Texas. ROy, welcome aboard.

Cc. John Miller, partner, Miller Brothers,
Alegan, Michigan. Is that how you pronouce that?

fﬁ‘RI. -MiLLER: | ‘feé',--sif.

SECRETARY EDWARDS: Close enough for Government
work, I guess.

Bob Parker, Sr. I don't believe Bob is here.
Chairman of the Board and Chief Executive Officer of
Parker Drilling.

Julius M. Ridgeway, self-employed oil and gas
exploration, Jackson, Mississippi. Met him and his pretty
lady last night.

Don M. Simmons, President of Simmons Royalty
Company, Muskogee, Oklahoma. .There he is. Mr. Simmons,
it is nice to have you to replace your outstapding father
who was here beifore yoﬂ.

and Charles J. Waidelich, President and Chief
Executive Officer, Waidelich and Cities Services Company.
There he is over there.
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Let's give them all a big hand. Welcome aboard.

(Applause.)

SECRETARY EDWARDS: I have just been told that
we have got the wrong podium. I feel a little ﬁncomfortable
over here on the left.

(Laughter.)}

SECRETARY EDﬁARDS: It is a real pleasure for
me to introduce to you a man that I have grown to respect

and admlre and has taken a lot of heat and is capable

of taklng the heat, Secretary of the Interior.

He has done more than anybody I know to help
us produce more energy; to open up those areas that need
to be opened ﬁp.

He has the support of the President, but it
is absolutely not true that he is getting ready to do
gome drilling in the White House Rose Garden.

But this council used to be under the Department
of Interior, under their jurisdiction, and if I can be
successful in what I want to do in the next tew months,

I am going to give you pack to the Department of Interior.

So, Jim, it is nice to have you here. Jim and
I have become Jgreat frietds since we started working for
the President. It is a pleasure to work with a man of
great conviction and courage and wisdom, and a man that
has done a lot to turn things around and it is a real
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pleasure for me to introduce to you my friend and the
friend of America, a friend of Congress and a friend of
conservation, Jim Watt.

(Applause.)

SECRETARY WATT: Thank vou. It is good to be
with friends. I particularly enjoy Jim Edwards. We have
established a unique friendship, a personal friendship,
and I think that Jim has done a remarkable job and we
have created a good partnership.

“ I ﬁéﬁﬁ.forteil §Ou tbday abduﬁ'SOmé ofrthe
partnership efforts that we have put into existence. And
the report that I have to give you is filled with good
news and bad news.

We who serve in political posiﬁions learn to
view with pride those thihgs that are going our way and
noint with alarm at the disaster of the past administration
shifting to us, andrthat is indeed the case of what we
have today.

Jim made reference to some of the abuse. You
are looking at the bald head and the thick glasses and
the big smile that have launched sO many political cartoons.
You gét so beaten 1in tﬂe;e public jobs -- those of you
from the oil and gas industry don't understand that, of
course --

{Laughter.)
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-of, knew who I was. I started.in September a .tour of the

" face came on the T.V. screen up in the corner, and Bill

SECRETARY WATT: I thought that everybody kind

western states where we control so much of the land. And
I was in Billings, and travelling with me was a cabaret
of press, Bill Shafatoff of the New York Times, in particular)
was one of them.

Aﬁd while I was eating at a banguet prior to
thé speech, he was at the bar, and he was talking to
the bartender, ana‘the bartender learned that he was a
gépoffef férrﬁhé ﬁéwrfsrklfiméé. 7“Wha£.afe fou doing-
in Billings, Montana?"

Just as the bartender asked that question, my

looked up there and said, well, I am here covering that
guy .

And the bartender said, "Menachem Begin is in
Billings, Montana?"

{Laughter.)

SECRETARY WATT: The good news is that oil
drilling is way up; production is holding steady; consumption
is down and oil imports have dropped to a point even lower
than the six million pér=day postulated by the federal
planners which was their goal for 1985 in President Carter's
national energy plan.

In fact, crude oll imports are averaging about
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4.2 million barrels per day.

u_ﬁf.:I-wanF,tp;drgmatize_that. . When you allow the
national -- to do your social and economic planning, you
have problems.

President Carter's goal was to reduce imports

by 1985 to 6 million barrels a day. Fortunately, change
is in the air. Aand thé President went ahead and deregulated
crude. We have tried to send every signal that we can

to the industry and to the marketplace, the financial

coﬁmunity that market forces will make decisions.

And when that happens, resultsg are realized
for the best interest of the American consumer and national
security and the protection of the environment. So today
we see that imports are way down.

Now Jim and I have an interesting relationship.

His primary responsibility is to set energy policy, advise

‘the President and the Congress on energy issues. And

on behalf of the President, Secretary Edwards announced
in effect that this Administration's national energy policy
would be to produce,'to produce and to ccnserve and to

conserve with the powers of the marketplace doing the

work. g
I want to report to you that that is the only

wise decision and that it is working. Now, we have been

frustrated because America has come to expect that when
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the federal government announces a plan or a policy, there

_ must be ;eems}bf documents and numbers and all that type

of ﬁhing; in fact, the last admiﬁistration gave the reems
of numbers that are all wrong with experience.

And when we come forward and say we believe
in the marketplace and we will produce ourself out of
problems while we conserve, £here is skepticism. And
I think that it is important that we look to the fact
and realize tha* substantial progress has been made even

in these few short months that Reagan has been in power,

"and as we see the succeeding seven years of the Reagan

Administrationf we will see a lot more progress.

{applause.)

SECRETARY WATT: Now we have reduced our imports
significantly. We are still in a precarious position.
I1f we would lose a million barrels per day of imports,
the Congressional Budget Office says —-- and we usually
don't use them for authority, but if you want to put the
scare figures out, you use them -- their CBO says that |
we would suffer a $300 billion drop in gross national
product, skyrocketing unemployment and a 20 percent rise
in the rate of inflation.

We must move, then, in a manner that will help
to reduce our dependency upon these imports. And that

is why Secretary Edwards and I have created such a close
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bond of professional working relationships, as well as

personal rélafionships, because as.Secretary_Qf,thé-Intericr‘

I am responsible for one and a half millicon acres of land
that might be available for leasing activities in an effort
to meet America's needs.

Now, in managing one and a half billion acrzs
of land-én the Conﬁineﬁtal Shelf and onshore lands, we
expect as set forth iﬁ the national energy policy statement
that Secretary Edwards put out, that 85 percent of all
the crude 0il yet to be found will come from those léﬁds
managed by the Department of Interior; 40 percent of the
natural gas; 80 percent of the oil shale, most of the
tar sand.

So if we are to reduce our dependency, we must
look to the wise; balanced management of these lands
if there is to be hope to improve our national security,
protect our environment and create jobs in America.

So I have sought to bring change and, indeed,
dramatic change. And it does not come easily. Nothing
of value comes without a price.

So with the election of President Reagan we
introduced change to Aﬁeiica. And he had campaigned and
he had outlined the changes that he wanted and they were
endorsad by the American people.

And I have gone in an aggressive way to implement
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the changes that are needed to restore America to her

_ greatneés;;énd‘llhéve met a firestone, firewall of

opposition.

But I am pleased to report to this group that
in the arena where there is responsible elective leadership,
we have won every skirmish. With the governors, we have
been endorsed almost unanimously on every issue.

I have one exqeption and that happens to be
a governor from California on one issue, and that deals
with the Outer Continental Shelf drilling in portions
of california, but I want the record to show that while
he copposes my efforts to consider the possibility of drilling
in federal lands far offshore of the coast of California,
I support fully and completely Governor Brown's continﬁing
efforts to drill close to shore.

{Laughter.)

SECRETARY WATT: Now, while he is opposing me,
he has been issuing leases to drill, leasing permits to
drill, not leases, permits. That is much closer to the
actual bore hole.

He has been issuing drilling permits in the
Santa Barbara Channel.® That is significant. And it is
wise. Even though that is where Fred and others have
had some experience in the past, we found that the

Santa Barbara oil spill of 1969 brought no damage O
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shell fish, fin fish, the environment, the marine environment

~ or thedgsthetic;values of the shore. -

So Governor Brown's decision to dfili and
produce and to develop black crude oil in the Santa Barbara
Channel is a wise one and I support him fully.

{Laughterf)

SECRETARY WATT: I also suppott the unanimous
position_of_the California delegation in the House of
Representatives, and I support Senator Cranston, the
Democrat minority leader of the United States Senate in
their efforts to reinstate the Pauley leases.

Now, we have officially opposed that legislation
that those California democrats are proposing for economic
reasons but we support them for envirbnmental reasons.
There is no reason that we shouldn't driil on those poly
leases, and I am pleased to follow the democrats of the
House of Representatives oppose every activity that T
have made in an effort to open up lands to help consumers
of America, I support their efforts to give back those
leases without any benefit to‘the federal government,
because we need to meet the consumer demands of America.

We have donessome aggressive things. We have
developed and submitted to Congress a five year off shore
leasing schedule that has received their acproval.

This five year leasing program is a most
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aggressive, ambitious program ever considered for drilling

_off;the;cpast @f dgr’shorgs., It has'brought tremendous - - .

streamlihing.

In the past, it took four plus years to consider
the offering of land on the Outer Continental Shelf. We
will do it in two and a half years.

In the 30 year history of our off-shore drilling
experiences, the federal government has made aﬁailable ~=
the key words are made available -- 40 million acres of
land.“.Twenty million has been leased.

In theknext year we will make available for
lease roughly 200 million acres of land so that roughly
one billion acres of land will be made available to the
private sector for leasing in an eifort to meet the
consumer demands of America as we seek to improve our
national security, to protect the environment and to create
jobs.

We are offering this month one and a half million
acres of land in the State of Alaska, the National
Petroleum Reserve in Alaska. .This is the largest on-
shore offering in history and the first lease in that
area. The size of the‘s£ate of Iﬂdiana, I might add.

It is the first lease issued in the State of

Alaska by the federal government since 1966, We are bringing

change.
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We have accepted applications from firms wishing

to do oil and natural gas exploration on more than a 100

‘million acres south of the Brooks Range in Alaska. This

is the first issuance of those permits since fhe mid-
1960's, as well.

We have opened up more than 6.6 million acres
of acquired military lands on the lower 48 that heretofore
had been foreclosed to oil and éaé exploration. ~ We have
opened up 20 million acres of BLM land that have been
withdrawn for a variety of purposes that are now opened
up for oil and gas exploration.

We are working with the Department of Agriculture
to evaluate the environmental impact and establish lengthy
procedures for oil and gas rescurces in wilderness areas.

I am going to read this so that the press won't
misquote me on this.

We are working with the Department of Agriculture
to evaluate environmental impacts and establish leasing
procedures for oil and gas resources in wilderness areas;
some of which are geologically contiguous to areas where
exciting new discoveries have.been made.

The 1964 Congress made a compact with the American

)
people when it provided that these lands remain available
for exploration until 1984 so that vital, natural resources
will not be denied this nation.
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We intend to fulfill this commitment to

. Aamerican people while preserving the major thrust of the

Wilderness Act by providing the closest possible
protection of surface values in the 80 million acres of
wilderness.

Coal. Coal is to America what oil is to Saudi
Arabia. And yet the fedéral government from 1971 to the
present has not issued a coal lease. We are now leasing
coal.

We have re@ritten the regulations which govern
coal leasing, and under those new regulations, we will
at the beginning allow industry and other interests
from the private sector to come in and nominate those
plans that ought to be made available through the leasing
process.

The government will identify for now all coal,
not just what the government calls high and medium value
coal, and we will make that available in the marketplace.
We will no longer require costly and lengthy mine plans
wiﬁhin three vears of lease issuance.

We will see that coal is made available for
the consumers of Amerida: We will comply with the recent
federal district court cn the suitability criteria, but

we will move the program.

we will no longer try to guess, as our socialist
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friends have done in foreign nations, about the amount

-of coal tnat‘the,patioﬁ_needs and then just lease that.

We will let the marketplace make those decisions.

Let me note that with regard to all of these
regulatory changes, that the Government Accounting Office,
the investigative arm oﬁ the U.S. Congress, has advocated
these c¢hanges that I héve propcsed and am implementing.

The Office of Surface Mining has received a
good bit of attention. In fact, it is the most detested
aqenéy of the Départment §f Intericr.

We are moving to reduce that group from about
1200 employees to 600. We are moving to change the office
structure from 42 to 21.

We are moving to shift the responsibilities
to the state. We are vewriting all of the regulations

to make them comply with Congress.

I want to emphasize that while we have had repeated

hearings before the House Committee, particularly, we

have not been denied our changes on any 1issue, save one.

In reorganizing the Office of Surface Mining cutting
back about 50 percent of the emplovees, reducing the number
of officers from 42 to'Zi, I was denied the option of
moving about 50 semployees from Denver to Casper. The
cultural climate of Casper was not perceivecd to be as

good as Denver by some of the members of Congress, SO
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that move has been deniedﬁ

| Bﬁt,in.évé:y ig;;ﬁpce,_all_pf_ou; regﬁlétioﬁéf_u
ail of our reorganization, all of ocur plans and éctivities
that -- implementing have the support of every governor
of the 27 states that have coal mining activities. We
are moving to meet the energy needs of America.

Not only have all of the governors supported
all of these regulatory changes, the committee has held
repeated hearings on these things and they have not objected.
The National Academy of‘Sciences endorses what we are
doing all the way because change must be brought about
if we are to restore America's greatness.

A lot has been said about the opposition, but
I want to emphasize again that while there has been a
lot of opposition in the press, the governors, the President
and the Congress have supported everything that we are
doing.

We have not been denied one policy change that
we have sought to implement to restore Ameriéa to her
greatness.

In the energy leasing we are moving ~-. I have
ordered expedited procésging of geothermal applications.

I have established new offices of the U.5.G.S. to screen
the processing of ADP.permité in the exciting -- belt
arca of the West.
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I have taken action to permit the Indian nations

..~from Indian country to increase leasing activity regarding

both fuel and non-fuel minerals.

I have asked for new oil shale législation to
facilitate the development of resources already leased
and to insure the conservation-of the resource by recovering
nearly all of the shalé oil.

I have advocated the 20-year exteﬁsion of the
exploration and development mandate of the Wilderness
Act of -1964. I ordered expedited development of. the
tar sand leasing program to comply with legislation
signed by the President last month.

Let me talk about why-we are being successiul
in bringing about the change that is so desparately needed
if america is to imprové her national security and protect
the environment and create new Jobs.

I+ is pecause we nut a management team together
that understands natural resources and understands how
to manage government activities to bring about the energy
that the consumers of America .need.

As many of you know, I served for two years
as vice-chairman of tﬁe‘Federal Power Commission, I
understand some dimensions of the west and tﬁe enerqgy
field. The undersecretary that I brought in, Don Hodel

is a long~time, close, personal confidant of mine who
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for eight vears ran the Bonneville Power Administration
in'thlnpr;hwest_and understands the e;ectrical_power
fiéld extrémélf-;eli, botﬁ hyd;d,rnuclear; and I must
add coal-fired facilities.
The solicitor that we brought into the Department
of Interior is a mature, proven executive for the
Montana Power Company. He has dealt with the oil and
gas and coa; issues, as well as the electric power industry.
Ken Smith, the new assistant secretary for Indian
Affairs is an entrepreneur from the Indian reservation,
and the first Indian from a reservation to ever be named
to head the Bureau of Indian Affairs.
Ray Arnett, the Assistant Secretary of Fish
and Wildlife and Parks is the first person ever named
to that job who is a professional wildlife manager. But
in addition to being a professional wildlife manager,
for 20 years he served as a geologist for cne of our major
cil comwanies.
Dan Miller, the Assistant Secretary for Energy
and Minerals, is a Ph.D. geolqgist from the private sector
with academic and government experience. After 12 years

he was the chief geologist for the State of Wyoming.

Dick Harris, the Director of the Office of Surface

Mining is a geologist, an oil man and a former small coal

operator.
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Bob Horton, the new head of the Bureau of Mines

-'is a,gaolqgistland former small coal_operator.'.‘1

Bob Burford is the Director of the Bureau of
Land Management; who is responsible for managing 500 million
acres, is a mining engineer from the Colorado School of
Mining and a rancher.

Can you beliéve that we are now at a stage 1in

history where you can put somebody in charge of 500 million

" acres of land that is a rancher and a graduate of a school

of mines, who understands the resource.

Friends, it is a new day. Bob Burford, in managing
the Bureau of Land Management, has done another new thing.
Here is the group that is responsible for leasing the
billion acres, 500 millibnracres of land that has never
before given proper attention. And so for the first time
we have created a deputy director of energy and minerals,
and to that job we named Sandy Blackstone, who 1s a lawyer
and a Ph.D., a minerals economist.

We have_determined to bring change. We have
brought change that has been supported by the government.
Secretary Edwards, I am pleased to report to you and the
National Petroleum Couﬁcal that I am doing as you have
asked me to do, we have brought the change that will lay
the groundwork to meet vour nolicy directives, to produce,

to produce and to produce, and the marketplace will
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help the consumer to conserve, and to conserve, and to

..conserve. ;.

I am pleased and proud to give you what I considerxr
to be probably the most optimistic report that the National
pPetroleum Counsel has ever received from the Department
of Intérior.

Thank you very much.

(Applause.)

(Continued on next page.)
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CHAIRMAN BOOKOUT: The Secretary has consented-

to take questions from members at this time. Is there

any queétions?

QUESTION: We here talk of an import fee, an-
excise tax on imports. I was curious what effect --
(inaudible)

SECRETARY WATT: Jim, you are going to be speaking
to the group, aren't you?

SECﬁETARY EDWARDS: vyes.

SECRETARY WATT: I think that I will duck that
question and shift it to Secretary Edwards. I am the
producer. He is the policy gquy.

How is that, Jim? I did all right.

SECRETARY EDWARDS: You are getting more wmolitical
every day.

QUESTION: Mr. Chairman, I wonder if I might

be permitted a comment and then a question.

The comment is this. I am certainly speaking

for myseli, but I think I am sceaking for a lot of others,

too, Mr. Secretary, in expreé;ing our appreciation to

you and your associates and to the ther members of the
administration and the,President for the remarkable progress
that you have made in bringing about some very, very sorely
needed changes, and I hope that you realize that in this

effort you have the strong, enthusiastic support of the
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entire industry.
.JSEQRETAEY_WATT;TVThank you ?ery much.i

QUESTION: The question is this. I wonder if
you are in a position to say anything now about your
longer range plans for the making available and the ultimate
leasing-of ﬁhe far off-shore areas which are going to
requifé somewhat different rules, perhaps, than have been
effective in the nearer off-shore.

SECRETARY WATT: When you live in a position
like I have been living for the last ten months, long-
term is kind of the weekend.

(Laughter.)

SECRETARY WATT: No. We really have not focused
hard on it. The immediate problems have been so overwhelming
the mis-management has been so great. You folks have
no comprehension ¢f the total magnitude of the mess I
have at the Department of Interior.

Some of you have glimpses of it, but let me
tell you it has been =-- the first six, seven months, I
never left this town, seven days a week we were down there

trying to make some management sense out of the Department

of the Interior. g

We implemented a management by objective program
that has been extremely effective, and we have made these
changes, but we really haven't done a lot of far out,
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time-wise planning for that type thing.
: .+ TO 5P$t-§e-dp_the coé; leasing.pfogram,,éo_juSt .

do the 0CS ieasing program ;— in fact, most of you in
this room, I think, in the private council would confess
that you were not psychologically or emotionally prepared
for the dramatic change that I brought to the OCS leasing
program. It tock you é while to get back with me on that.
You arg notrused to seeing government move and we are
determined to move.

So I have not looked that far.

I might create my own question, John, if I might.
There has been repeated, repeated and repeated comments
in the press that the industry is not willing, nor capable

nor desiring to have the government, the Department of

the Interior, pursue the agressive 0OCS program that I

have cutlined by making available such huge acreage for

possible lease.

That has been continued in the press to be repveated.

Many of you, as I look arcund this room, have felt compelled
to make personal pilgrimages to me to assure me that that
is not your position.

The trade assoéiations, ITAA and the API have
made resolutions saying that you fully supoort my program.
But if there are there -- those of you here in the room
who would like to give me counsel suggesting that we are
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going in an aggressive manner that is too large for

._the private secto;Atothandle.thg_leasing -- if there'is

anybodf ﬁere who thinks that we are being too agressive
in relying on the private sector to meet the energy needs
of America, I would like you to do that right now.
(Laughter.)
SECRETARY WATT: Since no one, John, has spoken,
I assume that I have the right to believe that we have
full and‘enthusiastic support for our aggressive program
for letting the industry compete for large areas that

hopefully will meet consumer needs.

CHATIRMAN BOOKOUT: I am certain that the membership

endorses that.

{Applause.)

CHATRMAN BOOKQUT: There seems to be one other
question, Mr; Secretary.

QUESTION: Mr; Secretary, now that the Supreme
Court has indicated that you have a lot of authority to
igssue leases under the terms and conditions tha£ vou
prescribe. What is your reaction and thinking of the

future?

SECRETARY WADT: I am not as smooth as Jim Edwards

on these political things, so I guess 1 should say what
I believe.

(Laughter.}
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SECRETARY WATT: The court decision hasn't changed

our mlnd attltude or lntentlons one bit. It simply ratified

Qhat we were d01ng anywav anddéald wé weré rlght

We kind of stick our neck out and move and expect
the courts to ratify that which is riqhtr as they will
in the California case that Governor Brown -- we will
win thaf law suit, as well. So we are not slowing down
or deterring anything. -

When Congress has spoken with clarity, it is
understandable we move with it, and we expect the courts
+o do what is right, and so far they have. |

CHAIRMAN BOOKQUT: Thank you, Mr. Secretary.

(Applause.)

CHAIRMAN BOOKOUT: On behalf of the council
membership, I want to express our appreciation for your
being here today and participating in our meeting and
we hope that you will stay for the entire proceedings,
if that is possible and your schedule permits,

I can assure you that you have the full support
of the industry, and that we are, indeed, fortunats to
have someone such as yourself in a leadership position
that is moving the nation in the direction that is certainly
good for the nation'and you desarve the support, not only
of the industry, but the entire nation.

Secretary Edwards wculd like to, at this time,
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_-:E-Secﬁetary_ﬁdwéxds,fl want to assure‘gbu.that'__
despite previdus,comments, that we will believe every
word that you say.

SECRETARY EDWARDS: Thank you very much.

-I would.like to anéwer that question back there
that my gocd friend si&e—stepped there. We have not made
studies relative to what an import tax would do to the
importation of goods because we don't plan to put any
import tax on crude.

It was a presidential candidate that has become

‘very obscure now, and I can hardly think of his name,

that had a recommendation that yvou increase the burden
on the consuming working men and women of America, of
putting a 50 cent per gallon tax on gasoline.

I certainly think that we should learn some
lessons from the success that he had in that presidential
campaign and not make the same mistakes. So we haven't
made any studies and I will dedicate myself to fightiag
any increase in import taxes personnally.

T am not speaking for the administration, but
that is my persénal po%i&ion. and I will do everything
I can to convince the administration that that should
be their position. 'But we don't plan to.

(Applause.)
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SECRETARY EDWARDS: I want to thank your

organization, again, the National Petroleum Council, because,

as T said beféré, I thiﬁk £ﬂét it i§ an ide;l réiationshié
between government and industry. It shows that we can
work as a partnership.

It costs the taxpayers absolutely nothing and
the industry accepts all the financial obligation for
this organization and the activities that they do, and
I just want to thank you and commend you for it, and it
is the type thing that we need more of in American Government|
This is the way that it used to be done. That is the
way we should return to as best we can.

.I hope that we can utilize your organization
more in the future. I am sort of like Jim Watt. We have
had some pretty full days here since we have come to town
and we really haven't been able to focus on some of those
creative things that we would like to focus on.

You are putting out fires all the time and trying
to react, and we really -- that is the only complaint
I have about this job, you never have too much time to
sit down and try to do some cfeative thinking and try
té look into the future and try to develop things in the
future, But I hope ;hat we can do mcore of that as time
goces by.

We are in the process of renewing of your charter
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now, I am happy to say.

.Vlwéréfe,vefy pleased, by the way; with thét,
Arctic Study, and I must confess I did not read it last
night when I went home.

I think that most of you have seen the study.
and I looked at it and laid it down by the bedside table
and immediately went to sleep. But I do plan to read
it and I have seen.an executive summary of it, and everybody
who has studied it is very pleased, particularly'with
the new technologies that you have developedf the
assessment technigues used could very well be applied
in other frontiers, I understand.

I think it is the most creditable study yet
on the Arctic resources. I understand the reserves have
been estimated to be about 24 billion barrels of oil,
and 109 trillion cubic feet of natural gas.

It is a real bonanza that is going to test our
technology to its limits and gecing to move us one step
further ahead of other countries in drilling technologies.
We want to undertake some new projects and we would like
to ask your support.

We would like‘for you to update our 1976
enhanced oil recovery study. The economics have changed-
since that study was made, and I think that it is time
to update that study in relationship to the present day
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economics.

I‘wog}q:a;sq:%%kg to agk you to.help with a -
sﬁuéy §£1£he.;riva£érséétor incentiﬁes needed éo spread
development of hydrocarbon reserves in developing countries.
As I will say later on in this little prepared statement
that I have that about 50 percent of the known reserves,
undiscovered reserves are in the developing nations and
only about 5 percent of all the drilling that has ever
taken place has taken place in those areas.

Aand if along with this study possibly you could
do an assessment of where the political and economic
environment is such that it may induce the private sector
to move into some of these countries at the same time
that you are doing the study as what the incentives are
necessary to bring the private sector into these countries.

But I think that there is a great potential

_there. But it is -- getting back to my prepared remarks --

it is a pleasure tc be with you again.

The last time that I was here we talked about
the efforts we were making to get the government out of
the business of reJulating energy.

We continue to make real progress and Jim Watt
just told you about the efforts to use our national lands
more wisely for the good of this couﬁtry.

I want to talk to you about the opportunities
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we have before us to enhance our security and to put an

_ end to the confrontatlonal DOllthS that we have had to

wrestle with lﬂternatlonally since the 011 crisis in 1973.

It is time to put the siege mentality behind
us. For a decade we have allowed the fear of new oil
crises to mold our behavior.

It recent years it reached & point where some
people'even_began counting on oil crises to spread
conservation and I suspect to justify more government
intervention in the marketplace.

We need to be the masters of our fate. We can,
in effect, encourage other people to rule our lives by
periodically'threatening us. Those who assume that we
have to be repeatedly shocked into acting eeﬁeal a basic
distrust in the wisdom of the American people to act
rationally and in their own self-interest.

The President believes that the American people

can be trusted. We don't have to scare them. We only

have to convince them that the present use of our resources

is in everyone's self interest.
Wwhen it comes to conservation, the evidence
is on display everywheré that conservation has become
a habit for most people. The price of energy has taught
people to conserve.

The number of new products on the market, the
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huge advertising campaigns waged by insulating companies,

) aptomgbi}e salesmen, storm window makers and so forth

constantly rémind people about the need to conserve.

We are pleased -- we have passed the time,
if we ever needed it, where the government needed to
coerce people to conserve.

Historians will probably look back on the last
decade as one of the strangest in our history. The most
powerful nation on earth allowing itself to be manipulated
by some foreign powers.

The government whipped ﬁp a crisis atmosphere
for its own purposes, missing a whole host of chances
to allow the marketplace to straighten things out.

It would have been a tough decade no matter
who was in the White House. But we made it a lot harder
for ourselves than we really needed to.

To scme extent we made the Saudi Arabians and

other moderate members of OPEC look like radicals. For

the oil producers as well as for ourselves, the stability
of the dollar, the predictability cof the financial market,
and far less inflation are the most impertant goals.

President Reagén realizes that, as do the heads
of many of the producing nations. I wish that some of
you could participate in the conversation around the

cabinet table.
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We work all day sometimes to cut two Or three

'bllllon dollars out of the deflc1ts, 1mpend1ng def1c1ts,

P

and we go home, go to bed at nlght, overnlght lnterest

rates would go up one percent. We come back the next
morning, we are 3.5 billicn dollars in debt, further down
in deficit because the liberal philosophy in Washington,
as Jim Watt often says, has left a great monument here,
aind that isrthis trillion dollar debt.

Do you know that if we took all the farms in
America, all the farmland, all the tractors, all the
farm machinery, all the silos, we would not come to but
one trillion dollars. That is how much we owe. It is
the third largest item on our budget.

I am sure that you all understand the difference
between the -- the relationship between inflation and
high interest rates, Inflation is caused by deficit spending
In my opinion, government pouring out doltlars making
it more worthless, creates higher interest rates. We
can't get America back to work again.

Everytime that unemployment rate goes up oOIe
percent, we are $23.5 pillion further in deficit. It
is a difficult job. ;o

So as you talk about these impending deficits,

and the economic situation, I want you to realize, you

think you have got problems, you ought to come around
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that cabinet table and try to balance that budget.

l ?pt y9g cén't_tell_me thatrthe'stebs;tha; ﬁhis
cbuntry is taking today, that this administration is taking,
when we cut $35.8 billion off the '82 budget, when we
give 750 billion dollars back to the working men and women
of America in the next five to seven years, where we
continue to cut the cost of government, as we are going
to do in '83, when we do those things, you can't tell
me that this economy isn't going to turn around and head
in the right direction.

It may take awhile, but if the American people
don't get too restless -~ it took us 40 years to get in

this mess. It is going to take us at least 40 months

"to get out of it.

We are headed in the right direction. I think
that things are looking up.

(Applause.)

SECRETARY EDWARDS: The oil producers face the
same dilemma when they try té invest funds. They lose
willions of dollars overnight when the dollar declines.

Clearly, many of the oil producers, even some
of those that preach a’rédicél line realize that we have
to replace the crisis mentality and the economic
catastrophe that it spawned with a new vartnership.

We have the chance to 4o that now. We can't
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afford to miss that opportunity. We have to work with

Qur alli§s and.withwthelqil producers . toward long-term

strategiés_that don't include unexpected shocks.

We have to be assured of predictable levels
of production, and we have to assure the producers of
predictable levels of consumption.

The administration deesn't believe we can

draw up a blueprint, complete with details, statistical

prognostications about energy demands, but we can assure

our suppliers and our own citizens that demand for imported

oil will continue to decline in the years ahead.

Imports will never in the foreseeable future

reach a 8.7 million barrel a day level that we had in
the past. Last month our imports slipped below our
4 million barrels a day mark.

0il is not in a plentiful supply. We don't

have a glut right now, as the media is fond of labelling

it. I call it a temporary supply sufficiency.

1f we carefully manage oil by letting prices

control demand and if we get on with developing our

own domestic resources, building synthetic fuel plants,

’
and taking advantage of renewable energy resources, we

can avoid crises. I am very confident of that.

Tecday we are 84 percent self-sufficient. There

is no reason we can, as Bob Anderson, the Chairman of
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ARCO says, reach 90 percent for 1990. Ninety by ninety
_igra:ngd”catChy goal for us.

For our allies in Western Europe and in Asia
and for the developing countries, such a goal is an
impossible dream. I think that we are going to make it
before '90, by the way.

That is WEY Qe need not only work toward our
own energy security, but to cooperate with other countries
to reduce worldwide wvulnerability.

We will approache energy self-sufficiency, and
we should, blt we won't be militarily and politically
secure until other nations have learned to manage their
energy problems also.

We remain strong supporters of the International
Energy Agency. We want to share technclogies with our
friends.

We want to do everything in our power to convince
the developing nations that it is in their best interest
to provide an economic climate conducive to foreign
investment.

Private companies are just not going to help
those nations aevelop thé resources if the risks are too
high. It is not often realized that nearly 90 percent
of the wells drilled worldwide have been drilled in

v

North America,
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Only five percent of them, as I mentioned earlier,

_ have been drllled 1n these areas where the geologlsts

think that'half ef the remaining oil reserves are probably
located in the underdeveloped countries.

Stabilizing the world economy will make it easier
for the underdeveloping countries to buy oil, but that
isn't the solution. The solution is for the domestic
potential in‘those countries to be realized and developed.

Just before the Cancun Summit the President
said we are committed to a pragmatic search for solutions
to produce lasting results.

Let us put an end to the divisive rhetoric of
ugs versus them, north versus south. Instead, let us decide
that all of us, both developed and de&eloping countries,
can accomplish together. What we are talking about today
as partnership, the partnership between our government
and the penplie means we have to put more trust in the
people's innate wisdom.

%e are conserving energv because it is in our
interest to do so. We are not about to go off on a wild
energy wasting binge. Nobody wants to do that. We need
a new partnership between the producers and consumers
of enerdy.

We need to encourage an evolution of an OPEC

rhat is committed to stability not crisis.

Acme Reporting Company

202 524 4388




[ VTR

csl?

10

11

12

13

14

15

16

17

18

- 4o

Wwe need a renewed partnership with other countries

to share energy sav1ng technologles, and not least importantL

we - need to bulld a partnershlp w1th the developlng natlons o

in the spirit of the Cancun summit.

We want to help those countries develop their
resources, but they have to decide that they want to help
themselves first by creating the economic and political
stability that attracts investment.

President Reagan is committed to turn this country
around. It took a long time to get into this mess. It
will take some time to get us out of it.

He is, unlike any other president we have had
in recent years, this fellow keeps his promises. Jim
Wwatt and I are re-inspired every time we meet with him.
He knows what he wants to do. He knows how to get there.
And he counts on you to help him revitalize this nation.

We all have to make sacrifices. We are cutting
the federal bureaucracy down to size. That means that

industry has to assume more of the burden.

I would like to see the National Petrclaum Council

take on more responsibility for advising us on how TO
conserve more and to preduce more.

It is a great example of the kind of partnership
that we need all across America at every level.

T want to thank you again for letting me be
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with you, and I have enjoyed my association.

Now that we have gotten things under control

over thee at the building we work in, we hope to be able

to do more creative work with you in the future.
Thank you very much.
{Applause.)

(Continued on next page.}
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(, 1 CHAIRMAN BOOKOUT: Thank you very much, Mr.
- 2 Secretary. And he has likewise consented to accept guestions}
) 3 Are there any questions at this time?
( 4 _ VOICE: Mr. Secretary, I would like to commend
5 you on the position that the Administration has taken that
6 you have enunciated this morﬁing on this question of
7 overseas drilling, exploring and so on, because I think
8 there is being a tremendous force at work and I won't
9 mention the institutions or headquartere here in sthington,
10 putting out information to the contrary that the industry
11 is not willing to do this job overseas. I think you put
12 it so succinctly in saying that proving the economic climate,
( : 13 we will go anywhere, anytime, except for nothing.
o 14 I was in the presence of the past leader of the
15 World Bank, made the comment that -- gave some examples of
16 countries where we have refused to go. He happened to
17 mentioned the name of Kenya. This happens to be the fact
18 that ourselves, in concert with Cities Service and Marathon,
19 have a well at 12,000 feet not, going for the productive,
20 and hopefully, keep our fingers crossed, and are doing the
21 job.
22 and I think it puts to rest the statements and
( " 23 T think this is an area that I think this leadership that
24 we have suddenly gotten out of the White House in this area.
(wu 25 It's really a great breath of fresh air and I hope he
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keeps the pressure on. Let the truth come forth and private
initiative can get that job done overseas.

jSECRETARY EDWARDS: I think that study that you
all may, when I say "you all" that means plural of "you

(Laughter)

SECRETARY EDWARDS: But, anyway, this study that
you may be able to carry out for us in relationship to that
particular area of endeavor, I think would be a fascin;ting
study to do. And I thlnk when these underdeveloped
countrles saw that wé were interested and were d0lng a study
such as this it may stimulate them to look at themselves
in a broader view and say "What have we done wrong not to
get them in" and they may be able to change their way of
doing business and it may change the whole world climate.
and if we can get, you know,when you are striking oil and
gas in Bengladesh, there is hope, and that's just a prime
example of where you can find hydrocarbons. And I -- the
more I think about this project, I get very excited about
it and that's the one thing I think that I would like for
this organization to address themselves to.

I am getting off very lightly. And thank you
all for letting me come and share this with you.

(Applause).

CHAIRMAN BOOKOUT: Thank ycu, Mr. Secretary.

SECRETARY EDWARDS: May I leave?

Acme Reporting Company

1202! 525%-2888




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

14

;S‘T

CHATRMAN BOOKOUT: We would be delighted to have
you stay but we understand if you have other duties that
take you away. And we want to reassure you that you have
the full members' support on the request that you have made
and our agenda committee will take a look at that. We will
execute to the fullest capabilities of the council and meet
your wishés on that.

o sECREfARY EDWARDS: Thank you, I have got to go
make my --

- {Applause)

CHAIRMAN BOOKOUT: VYou will recall at the meeting
last April the council received progress reports from two
study committees: the Committee on Arctic 0il and Gas
Resources and the Committee on Environmental Conservation.

We will consider final reports of those two committees today.

Qur first report is from the Committee on Arctic
0il ard Gas Resources. The committee's draft report was
circulated to the membership in November and I would now
1ike to call on Bob Anderson to present a summary of his
committee's report. Mr. Anderson.

MR. ANDERSON: Secretary Mares; Mr. Chairman)
distinguished guests, laéies, gentlemen. The Committee
on Arctid 0il and Gas Resources began its study a little
over a year ago. We have now ccmpleted our report entitled

"J.S5. Arctic 0il and Gas."
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This morning I plan to describe the study briefly

. and recommend that the National'Petroleum Council. adopt

the report for transmittal to the Secretary of Energy.

By letter dated April 9th, 1980, the Secretary of Enexgy
requested the National Petroleum Council to undertake a
comprehensive study of Arctic area oil and gas development,
to include discussions of resource assessment, information,
exploration, production, transportation technology,
economics, environmental; community and regulatory considera-
tion;, and jurisdictional issues.

For purposes of this study, tﬁe Arctic area was
defined as territory under U.S. jurisdiction north of the
Aleutians off shore and north of the Broock Range ¢n shore.
To assist the council in responding to the Secretary's
ragquest, tﬁe committee, a coordinating subcommittee and
seven task force were established. The task groups are:
jurisdictiocnal issues; resource assessment, exploration,
production, transportation, economics and environmental
protection.

The membership of these groups includes
representatives of both major and independent petroleum
related companies, federal, state and local governments,
and consultants-in agademic, environmental, labor and
Alaskian native 6rganizations participated as well.

The detailed study work began late last year and
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the study's progress was reported to you at the council

,imeeting last December and again in April. By summéri

fhe ﬁask.gfoupé ﬁéd déveloped reporté.of their studies,
which were submitted to the coordinating subcommittee.

The subcommittee in turn drafted a comprehensive
report for the committee's consideratioen. The committee-
met November idth in Chicagc and approved a proposed final
report which was mailed on November 16th to all members
of the council for your review and consideration.

In adoéting the report the committee suggested
the inclugion of a transmittal letter to the Secretary of
Energy to be bound in the final report. The purpose of
that letter, a draft of which is inside the cover of the
éroposed report, is to provide an overview of the study.

I am pleased to report the committee has reached
the broad conclusion that ¢il and gas preduction from
currently undeveloped areas in the U.S. Arctic could make
a significant contribution to the nation's overall energy
supply.

As an industry, we look forward with great optimism
to £he challenge of developing these resources. The benefits
of which will play a key role in shaping the nation's
future.

This positive judgement by the committee is based

on the expertise of the study participants and the analysis
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set forth in this report. The most important section of

on Pégéé 7 thrdugh.lSIDf the ekebutive summary.'

I would like to comment briefly on each.of these
items.

The first finding relates to the estimates of
undiscovered oil and gas resources which were developed
through an anonymous survey procedures established by the
resource assessment task group. The response indicates
that the potentially recoverable risk mean undiscovered
0il and gas resources in the U.S5. Arctic amounts to
44 billion barrels of o0il eguivalent resource.

This is composed of 24 billion barrels of crude
oil and 109 trillion cubic feet of gas. This compares the
10 million barrels of oil and the 35 trillion cubic feet
that have already been discovered in the area.

Further, they suggest a 1 percent probability
that the oil equivalent could exceed 100 billion barrels.

These estimates are based on extremely limited
information developed mainly from existing gecphysical i
surveys. They could be significantly revised once substantial
exploration drilling has been carried out.

Because of the limited amount of data, exploration
any of these sedimentary basins cannot be ruled out.

The next finding addresses the state of technology
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a8

for exploration, production and transportation. We have

roéeréfiﬁnsléﬁd'ﬁé.alsb believe we can proéeeé.with confidencé
using advanced design work in’all of the northern Bering

Sea, most of the southern Bering Sea and‘well out into the
ice-covered areas of the Chuk Chi and Beaufort Seas.

Although considerable development will be required
to optimize the technology, we believe the industry can
proceed safety in all of these areas. We must, however,
stress the significant time constraints inherent in Arctic
operations. Because of the harsh climate and remote
locaticn, nine or more years from leasing to starte of
production are generally required even under the best of
conditions. |

Economic analysis has been developed for both
o0il and non-associated gas and aré summarized in the next
finding. Because of the limited amount of informaticn
available and the necessity to make broad simplifying
assumptions, these analysés should only ke considered as
measures of directional trends and should not be interpreted
as being forecast will develop as discoveries are made.

The economic analysis indicate that large discovered
resources are required to economically develop Arctic oil

and gas, because of the high cost of oil field development

and associated transportation problems.
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As you can see under our assumption, it appears
that f:ém 18 to él.billibntbarrels of undiscovered.oil_andl
lo‘ﬁfiilioh cubié feétréf undiscovered non-associated gas
or a total of 18 to 22 billions of oil and gas equivalent
will be economically recoverable. The study made no attempt
to evaluate the more compléx, or probably more attractive
case of associated gas.

qutherL we did not consider that capacity would
be available for undiscovered oil or gas within either the
existing taps or the proposed angst lines. If space were
available in these two lines, this would significantly
modify and approve the economics.

Responses to an optional portion of the study's
resource assessment survey suggest that 14 pillion barrels
of oil; 34 trillion cubic feet of non-associated gas, and
50 trillion cubic feet of associated gas, or a total of
24 billion barrels of oil and oil squivalent gas would be
economically reccverable.

This total is remarkably similar to thatrobtained
by the report's detailed analvsis, although it does take
a more optimistic view of gas economics. Both estimates
indicate that about one-half of the potentially recoverable
resources will be economically recoverable.

Here are a few other highlights. We note that

several prospective basins extend across international
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boundaries.

 _"'Secondly,.we have concluded that ice-breaking

year around reliability of the tanker traffic north of the
Bering Strait is still questionable.

We recognize the oil industry operations have:
brought many benefits to the state of Alaska, and they will
continue to do so. The industry, however, must be responsive
to native interest. Careful planning and good communication
with native groups are essential to assure continued benefits

We believe that impacts on the sensitive Arctic
environment can be minimized, ox avoidgd, with responsive
development.

The industry‘has demonstrated its ability to
design and operate the facilities that can readily coexist
with other activities which depend upon biclogical resources.

We note that the complicated regulatory system

created to control the oil and gas industry has both delayed

and added significantly to the cost of development. It

needs to be redesigned and stream-lined. i
' i

Based on these findings we have presented, starting@

on Page 12 of the report, a series of recommendations that

would help realize the oil and gas potential of the Arctic.

These are all related to implementation of an Arctic energy

policy by the federal government. It 1is encouraging to
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note the Administration's efforts to institute broad
regula?ion refo%msrhavg already iniEiated éhgnges.in somé
of t£e aifectibﬁ-wé.suggést; o

As to leasing federal lands, both on-shore and
off-shore, we recommend the establishment of an accelerated-
leasing schedule that is both stable and comprehensive.

And Secretary Watt addressed himself to that today. We
propose that leasinag procedures be responsive to the unigue
Arctic conditions. They should provide for large acreage,
extended terms and suspension of production until discoveries
are sufficient to allow economic development.

Through these means, industry will be able to
better define the o0il apd gas potential of the U.S. Arctic
through exploratory drilling.

We also recémmend that permitting procedures which
are impeding development be streamlined and simplified.

That the responsibilities of existing agencies for expediting
permits be better defiined. We believe such measures are

the most effective way toc accelerate develeopment and improve

efficiency.

In Chapter 9 of the proposed final report several
specific areas are identified where statutory and requiatory
revisions would help to achieve this goal. There are many
government agencies charged with conducting operations to

support exploration, production and transportation. We
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récommend that they be fully prepared and staffed to meet
these responsibilities.

| N ﬁégéédi;g‘reéeArch.ana de&elbpment, wé recommend
encouragement and support, but seek no government interven-

tion in industry development programs. Rather, we suggest

. that governmental research focus on collection and interpretas

tion of fundafental data covering broad issues and that
such data be disseminated in a timely manner.

We also recommend that assistance be provided
by the federal and state governments to local communities
and governments in planning for the necessary community
development that must accompany oil and gas.activities.

Finally, we recommend that the substantiaf,
direet income to the government £rom oil and gas industry
activity should be recognized and qonsidered as a source
of funds to implement these recommendations.

As you go through the report, you will find that
all of the findings and recommendations are fully supported
in the chapters and appendices. Even more detail can be
found in the tas group reports which are very think,
voluminous and comprehensive.

Because of the likely public interest, the
committee recommends that the council approve the reproduc-
tion of the task group reports to make them available as

working papers of the overall report. These valuable
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documents are listed and abstracted in Appendix G.

A comprehen51ve report like this could not be

many people and organizations. The committee, and certainly
T would like to acknowledge the outstanding dedication and
work of the members of the coordinating subcommittee and

the task groups. I think there was something like 500 or

600 people directly and indirectly involved in the preparation
of this report. There was many, many years of Arctic work,
direct Arctic work involved and the subcommittee has performed
an heroic job.

As all chairman of committees know, my role was
principally wielding and gavel. We were privileged to have
Jon Mares serve as committee's government co-chairman and
I wish to thank Jon and the Secretary for the assistance
we received from the Department of Energy staff.

In conclusion, I would like to note that this

study has provided us all with an important opportunity

to reflect upon our knowledge of Arctic oil and gas develop-
ment. The petroleum industry's consensus, optimism on the
magnitude of Arctic oil and gas rescurces had been
documented as I noted earlier. Our feeling is that at least
half of the technically recoverable resource will be
economically recoverable. Much more may, in fact, be

recovered over time as we learn to handle better the
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extreme environmental conditions present in the Arctic.

I am-personally'confldent that, for example, when a transpor—'

£ation sstem is available to move Arctic natural gas to
the lower 48 markets a large portion of the gas shown to

be uneconomic in the record will become economic and a most
important national asset will be developed.

Mr. Chairman, the committee believes that the
proposed report is excellent, is a suitable response to
the Secretaiy's request. The committee recommends that
the report; along with it's transmittal letter, and the
repfodﬁction of the working papers be approved by the
National Petroleum Council, subject to final editing: And
T so move.

Thank you.

CHAIRMAN BOOKOUT: Thank you, Bob. Thank you
very much for that very fine report. And I, too, would
l1ike to exXpréss my appreciation to ycu, to your committee,
to your taek force, and all those that have worked so©
deligently and so long and hard on this report.

1f I might be permitted a personal cbservation
on this report, I +hink it constitutes a milestone effort
because I don t believe I have seen a report that bringr
so many disciplines to bear. You know, we have attacked
the problem from not only from a resource base, but

environmental as well as some of the future problens
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that must be solved to successfully explore and develop

- this area. I think, indeed, it is é real contribution.

féuTEAQerhéard fhe summafy. Yéu have heérd Mr.
Anderson make the motiqn that we adopt the report. I will
throw the floor open at this timé for discussion, guestion
or other comments. Anyone care to comment on the report?
Any questions?

MR. ANDERSON: Thank you.

CHAIRMAN BOOKOUT: Okay, if there is no discussion,
I would like for you to signify your support by indicating
aye.

(Chorus of ayes.)

CHAIRMAN BOOKOUT: I don't think there is any
reason to call for nay. I think the report is carried guite
handedly.

The other draft report before the council today
is from the Committee on Environmetal Conservation and it
also was circulated to the membership in November. But
this time I have an opportunity to introduce Al Whitehead,
which I missed earlier, who will summarize his committee's
work.

All, weould you please.

MR. WHITEHOUSE: You have before you a draft
report of the Committee on Environmental Conservation which,

as John said, was circulated to the membership on November
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1 2, 1981.

2 | I would llke to very brlefly describe the
) é | cﬁﬁm;tteé.s flndlngs and conclu51ons before we turn to a
( 4 discussion and vote. |
5 As a result of an April 1980 regquest from the
6 Secretary of Energy, the NPC undertook a comprehensive study
7 rwhlch updates the counc1l's 1971 report that was entitled
8 — .“EnVLronmental Conservation - The 0il and Gas Industries”

2 And in his request the Secretary stated that special

10 emphasis should be placed on determining the environmental
11 probleﬁs that are most serious and impact current -- and
12 the impact of current environmental coptrol regulations
( 13 on the availability and cost of petroleum products and
) 14 natural gas.
15 It's appropriate that the council update the
16 prior study at this time. The climate under which the
17 petroleum industry operates today has changed dramatically
18 in the last ten years since that report.
19 The energy supply/demand balance has shifted
20 significantly and there is a newly recognized need for
21 energy security. g
22 ' Achieving energy security requires that environmentdg
(@' 23 concerns be galanced‘against the need to develcop domestic
24 energy supplies. For the rest of this centry increasing

emphasis will be placed on the development of non-oil and
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non-gas resources such as coal, nuclear and synthetic

fuels. As a result, environmental considerations should

'recogﬁiié the éhangihg mik of energy supply.

The petroleum industry has made substantial

progress in environmental consérvation during the past decade

and in the major environmental concerns perceived in 1970

as arising from the industry itself are now vastly diminished

because pollution sources are under effective control.

Mény of the environmental control strétegies in
place today are based in large part on environmental
legislation and regulatidns written during the 1960s and
19270s. A re-examination of these control strategies is
appropriate as some may place unnecessary constraints on
domestic energy development.

A committee was appointed by the chairman of the
council to develop a response to the Secretary's reguest.
The Honorable William A. Vaughan, Assistant BSecretary,
Environmental Protection, Safety and Emergency Preparedness,
U.S5. Department of Energy, was designated and served as
the government co-chairman.

The committee waé'aésistéd by a coordination
subcommittee and five task groups, which are as follows:
air guality, water quaiity; land use, hazardous waste and
synthetic fuels. While the groups were formed by area

of environmental impact, the report is organized by industry
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3

segment with cost cutting sections on areas such as product

_use, energy facility siting and spills of oil and hazardous .
substances.

The area of synthetic fuels was treated differently|

The committee recognized the importance of the synthetic
fuels industry. However,_it also recognized that as the
industry is just entering the commercialization stage and
overall assessment of this rapidly changing scene could

not be accomplished without -= within the same amount of

time as assessment of mature, conventional petroleum industry .

Thus, the committee limited itself to evaluating
recent literature of the subject, prin;ipally the 1980
Department of Energy report "Synthetic Fuels and the
Envirpnment" and offering recommendations for improvement
in any future such studies and general conclusions regarding
the potential impact of the synfuels industry on the
environment.

The committee met on October 29, 1981, and agreed
to present its report to the council in two parts: The
overview volume under consideration today and a more
détailed report to be considered by the committee in early
1982.

The detailed report will provide more extensive
descriptions of industry opertions and their relationships

to the envronmental guality.
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The objective of the committee's efforts are two-
fold. Flrst to describe current industry operations and
expialn the fac1llties éﬁd 1£§ pfoéedures that ;;e.used
to protect the environment.

and second, to focus attention on specific
areas of environmental law and regulation that have directly
affected the availability and cost of petroleum products
and natural gas.

A number of findings and conclusions are outlined
in the executive summary and I will briefly summarize them
here.

First, the area of industry impact on the environ-
ment. The impact on the environment from current and
projected routine, conventional petroleum industry operations
are largely known and controlled. During the past decade,
the industry made significant progress in reducing its

impact on the environment. However, certain long-term

possibkble impacts are still being investigated.

Accidental releases of oil and hazardous substances%

from convention and routine petroleum industry operations
usually do not constitute an irreversible or serious long-
term environmental hazard. However, underground contamina-
tion can create serious local problems and further definition
of the extent and degree of risk is required.

The projected synthetic fuel industry operations
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when assessed on a site and process-specific basis are not

does not 1mplyvthat the potentlal for some long term
chronic effects or regional scale problems has been
eliminated.

As the industry enters the commercial development
stage, more operational data; together with existing research
will be available for environmental evaluation and additional
studies. |

gecond, environmental impediments to timely
energy resource development. The committee examined the
impact of environmental legislative regulatory and
administrative actions that adversely affect the cost and
availability of petroleum products. The principal concern
of the committee is a delay and uncertainty associated with
sone regulatory requirements.

The list of environmental impediments is divided
by area of impact; that is, land use, air guality, water
gquality and hazardous waste matters.

mhird, the committee tried to foresee what will
pe the environmental prpblems.that must be addressed in
the next decade. And this is not an easy area where we
tried to outline inrthe report what we thought might be

the areas of issue.

And as I said, with synthetic industry, we basicallj
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1 ﬁave tried to identify what might be the future impacts.
2 while the need for addltlonal reports at this
3 .itlﬁe-ié‘éuestloned. the commlttee recommends that should
(- 4 additional reports be undertaken the scope of the analysis
5 be brief, issue oriented, or site.specific rather than all
8 inclusive. Separate analyses would avoid the problem
7 encountered when dissimilar problems are treated as equally
8 critical. And clearer knowledged would be gained of the
9 ‘particular teeds of each technology.
10 Mr. Chairman, that concludes my presentation.
11 T would also like to thank the committee members and their
12 staff who worked very hard to put this together. As Bob
13 Anderson said, my job was mostly waving a gavel around from
) 14 time to time.
15 ‘And I would move that the National Petroleum
16 Council adopt this draft report on environmental conservation
17 subject to final editing and, as I said at the beginning,
18 with the expectation of a supplement to come along on the
end 23 19 detailed data.
4 20 CHAIRMAN BOOKOUT: Thank you very much, Al.
21 You have heard the motion. It's really what we
22 are being asked to consider is in two part. That we adopt
( ' 23 at this time the draft report and at a later meeting we
24 will consider a finél report which, if my understanding
- 25 is correct, will be further documentation and statistical
[ Acme Reporting Company
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tfeatmentrthat supports the summary report that's being
proposed'at this timé.

R icwéﬁaer.ifiiﬁﬁiéﬂ£‘ﬂéﬁe a second 6f~£hat‘motioﬁ.

VOICE: Seconded.

CHAIRMAN BOOKOUT: 1Is there any discussion?

Okay, all in favor say aye., please.

(Chorus of ayes.)

CHATRMAN BOOKOUT: WNay? The ayes have it. Thank
you very much, Al, for your report and we, too, would like
to thank your committee and all of its efforts and we will
look forwafd to receiving the final report in the spring
council meeting.

Perhaps on that note it's a good time to attempt
to set the date for the spring meeting, and I would propose
to you that you mark in your calendars at this time
April 2lst for our next meeting. And this datelwill be
confirmed to you, of course, by the council staff.

I want to thank each council member for the.support
evidence during the past year in the oreparation of these
studies that you have heard. Your thoroughness and that
of your staffs' effcrt and deducation are obvious, I think,
in the final products that we have had a chance to review
before coming to th;s meeting.

0Of course, all of this takes money. aAnd the

Finance Committee met yesterday to examine the council's
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operating budget and John Phillips is chairman of the

Mf.‘PEiliips;

MR. PHILLIPS; Mr. Chairman, the Finance Committee
did meet yesterday to review the financial status of the
council and I am pleased to report that the financial condi-
tion is excellent.

As you may fecall, the calendar 1981 budget was
$1,800,000. The actual expendutires for *81 are expected
to be well below that and we will end the year with a sizeablg
surplus.

The committee reviewed and discussed a proposed
budget for calendar year 1982. Since we were uncertain
about the exact level of activity what requests might come

from the Secretary to expect in 1982, we reviewed a couple

of alternatives. Our recommendation to you is to approve

a calendar vear 1982 budget of $1.75 million, which would

reflect a moderate level of activity.

civen our assumptions for interest income and
publication sales, member conpributions would need to be
no greater than this past year, which you recall you were
given a 10 pércent reduction in your contributions.

We would propose to earmark the calendar year
1981 surplus for either an increased level of activity or

another reduction in members' contributions. Members'
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contributions are on a fiscal year of July l-June 30th,

) whereas our budgetlng is on a calendar year.

The dec151on as tc whether we need to ctlllze
the surplus fcr additional activity or reduction in contri-
putions will be made at the April meeting in view of what
the Secretary has reguested.

Accordingly, Mr. Chairman, the Finance Committee
recommends that the council approve at this time the
calendar year '82 operating budget of $1,750,000; 1982
contributions at the same level as 1981; and such other
additional expenditures as may be necessary from the
contingency funds.

We also reviewed vesterdayv the activity of our
auditors, our independent pubiic accountants, Arthur Young
& Company, who have been auditing the accounts of the
council for the past five years. We are guite satisfied
with their work and we would also recommend that Arthur
Young undertake the 1981 examination of the financial state-
ments of the council.

Mr. Chairman, I move the report of the Finance
Committee, including the two action items be adopted by
the council.

CHAIRMAN BOOKOUT: Thank you very much, John.
You have heard Mr. Phillips' motion on auditors as well

as establishing a proposed budget. Is there a second?
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VOICES: Second.

 CHAIRMAN BOOKOUT: Any discussion? All agreed,

.é?é:_ e

{Chorus of ayes.)

CHATRMAN BOO%OUT: Thank you very much. Thank
you;,John. Council appreciates your committee's excellent
supe;vision of our. finances and I must say we are all amazed
to find that in these inflationary times that you could
reduce our fequirements by iO percent and I suspect that
you have, you know, earned yourself a job for life and we
will keep you.

(Laughter)

CHATRMAN BOOKOUT: The next agenda item 1is, indeed,
a sad one for it marks the passing of two distinguished
council members. Frank E. Fitzsimmons, General President
of the International Brotherhood of Teamsters, and Robert
R. Herring, Chairmaﬁ of the Board and Chief Executive officer
of Houston Natural Gas Corporation.

Mr. Fitzsimmons was appointed to the couﬁcil cn
January 1975 and served on the NPC committees of Future
Energy Prospects, U.S5. Petroleum Inventories and Storage
and Transportation Capgcities and Arctic 0il and Gas
Resources.

Mr. Herriﬁg was appointed to the council in.l979,

was known and respected, of course, by his peers and
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colleagues. He served on the NPC committees on Unconventional

Ladies and gentlemen, I propose that we rise
for a moment of silent reflection in memory of these two

fine gentlemen.

(Pause)

CHAIRMAN BOOKOUT: I have a very pleasant task
before me tqday and that's to recognize a former chairman
of the council for his accomplishments over the years. You
all realize that the council has served the federal govern-
ment for over 35 years, growing out of the cooperation betweer
industry and the government during World War II.

Only one current member of the NPC was present
at the establishment of the council in 1946. And that man
recently told Secretary Edwards that he thinks it's time

for him to step down and not be considered for reéppointment

to the council.

I could not allow Jake Hamon to retire from the

council without special recognition of his lifetime of service]
to the council and to the petroleum industry generally.
Many of you know Jake's record. He was 17 when he went

to work full-time in the oil patch and he's never looked

hack.

while Jake has always bheen committed to finding
s !
and developing oil and gas, in fact in 1964 he has the single i
i,
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claim, he drilled the deepest producing well in the world.

He has also had tlme though to devote to 1ndustry and c1v1c

affalrs and we have all beneflted by that.

During World_War II he was active in the petroleum
industry war council and his dedication to his successor,
our own National Petrocleum Council has never wanned.

‘He was chairman of the council from 1964 to_'66
and he served on or chaired more NPC committees dufdag his
tenure than I certainly have time to recite. Special mention
should be made, however, of his leadership and judgement

he evidenced as chairman of the NPC Agenda Committee from
1967 to '76.

) Jake has received many industry and civic awards,
put his place in the industry and in the development of
NPC is gquite unique.

Today, we were unfortunate in that he was unable
to be with us to attend this council meeting, but we would
like to show our appreciation and I have a little symbol
here to mark that and we are all aware of the fact that
Jake Hamon, if you —-- anytime you see him he always has
present his nice, large cigar. So, it seemed appropriate
that we present him with this nice, silver cigar box.

It’a appropriately eagraved recognizing his tenure with
the council and although I spoke to Jake personally a few

days ago, and he indeed asked that I relav to all of you
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his great regret that he was unable to be with us. He
apprec1ates veryﬁmuch of course, the recognition and we
w1ll get thlS to.ﬁlm by safe hand from one of our Dallas
members.

I know all of you join me in wishing Jake well
and we will miss him.

I have another pleasant duty today, again recognizing
a previous eouncil chairman; in this case my predecessof,
Charles H. Murphy. Charlie served as chairman from 1971
to '81 and displayed the same kind of leadership that we
just talked about exhibited by Jake Hamon.

He always sought the best for the council, demandind
and receiving the highest level of cooperation from the
membership. The Secretary of Energy honored Charlie a year
ago with his Distinguished Service Medal. And it is approprig
and my personal pleasure to present with him today a little
token of our appreciation and thanks for a job well done.

Charlie, would you come forward, please?

Charlie, we heard that you needed a watch and i
we heard you needed a watch because your watch went overboardé
Now, that's better than your billfold going overboard as
you must know. So, we thought we would mix, you know,
functional use with appreciaticn and give you this waterproof
gold watch.

{Applause)
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MR. MURPHY: John, thark you very much, and above

of‘a little incident at the end of the war when I was assigned
to an outfit that had seen pretty heavy action coming up
through New Guinea and thz Phillipines, and one of our
sergeants was awarded the Silver Star. And we put or about
the nearest thing to a formal retreat parade that was possibleg
at that time and place, and the colonel read the citation,
pinned the medal on tha sergeant. And he said, "At ease
now, Sergeant, the batallion would like to2 hear your
response."

Well, he still stood at rigid attention, deep
red and says "Well, sir, I just think I ought to tell you
this. I never intends&d to be a God-damn hero.”

{Laughter)

(Aoplause)

CHAIRMAN BOCKOUT: Charlie, I an relieved that
you didn't make reference to the fact that some people drop
billfclds overboard.

Well, ladies and gentlemen, this brings us to :
our final agenda item for this morning. And does any council
member have any matter’té raise at this time? O0ld business?
New business? Okay, it seems like we have no problems,
There being no further business, I would like to cequest

that the council officers and study committee revresentati-es
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remain at the head table following the meeting to respond
to any qugstiqnsron council business from the press.
o | Thaﬁk jou-féff‘ﬁﬁch; ‘Géod luck. h
Wait a minuﬁe, I had better adjourn the meeting
if that's alright.
(Whereupon, at 10:53 o'clock a.m., the

meeting was concluded.)
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